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__To summarize, 1le itimate ¢ _consumers who own VideoCipher II |

descramblers to =y wii® not los: WoCe. Lo Gny  pawgrawnning
which i« curxent;y scrambled or thEh Thas plans to scramble,

They will notice no difference in their ervice when the Plus
system is introduced and will suffer no inconvenience., Claims
__that the VCII will become obsolete are simply unfounded.

T am alon annlacing = ~any nf the SBCA's most recent scrambling
Frmbom rhocedmo o :?‘“*ger s pricing for home satellite
consunmers, '

Please feel free to contact me if I can answer any questions
regarding tha videoCipher II . Plus situation or regarding
satellite television generally.

Thank you for your attention and concern.
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/ GENERAL INSTRUMENT UNVEILS VIDEOSIPHER |l PLUS INTRODUCTION
DESIGNED TO REVITALIZE THE HOME TVRO INDUSTRY

VideoTipher il Plus Purpo_g

¢ Introduce a pigniicantty higher seourtty descrambdler moduie into consumer market &y soon
«s prauncal with [TARNMAN disruplion 10 ea0h sagment of the Industry.

o Eilminate lear of produtt obsdlescence 107 exiting an new TVRO systemn owners.

S
- VCY Plug Descrambier Mogule Definition

.

« Wiwnbca! packape ms ouvent VOIIM, Batkwards compatidle. Seourtty canrape ¢liminated
wroin inigal VOI Fius Inyo0uction and hold in rederve &y & Se0utty mezsure K noodel 8! a
Inter date. Lioshsees SiRi encouraged 1o redssign IRD rear panet & this potentil hriure
seourtty enhancement.

Hev Fasatures

» Capable of receiving up 1o 56 program ters, Oescrambing 8 encrypied dale shannels and
muttiple Redic oharindls (support tor addiionn! feahuret 10 be phased In over Eme). Has
expanded on-screen Oisplays &nd increased addressing rate. _

VeIl Plus Produotion

+ Uoensees platetd larpe contimed orden for YOI motiving &nd now have requested dohvery
celays. In &n shiempl to axcommodate these requotis, 1888 VO producton wit be ot

- badk, & sipnifica! 008t to G, to & fixed numde’ of modutes. No VO moduies wil be
{ manutactured eher 12/31/89,
= -'w_mm -

¢ Bogin production of YOI Fius moduies on scheduie I lete Seplembaer and ramp up to 100%
o' producton pviput by Jeuey 1980,

s Inythute Order Conversion Plan whioh otiers Ucensess opportunity to aust open dors to
more plosely midoh Icxecasted Somand and apply for atedation of Inftial YOI Plus mosustes

during tamp Wp.

o Now oréers tor YOI Phus moches will be &t OEM K5t prioe o $248 beginning $/1/80. As
promised, &5 & spetinl kdusty promotion, Intia! kmlied quanities o0 YOIl Plus mogies
during Octobet-December ramd up wifl be offeres &l current VCU price. The makeDince wili -
gslermine reie! prices of both YOI end VCIl Pius systeme duing tramshion period. Fiben
ooters ($15) of every ferw YOI Pius module ordeted under the $249 sohodyule and
shippe 0 between 171790 8 473050 wif be comriuied towerd SRCA g;sxered indusyy

————¥OMmoson capan (exchudes VGIl Piys modules shioped under Consumer Upgrads Plan
w). Polentia) 0&npaign in exorss of §1 Milon,




H Plus Upgrade Plan

- n”, + Looitimate V1 gescrambigi of IRD owne!, Dismidintor or Deader oan Iraden en untampered,

6\3" T undamaged VEII module with & $120 Upprase charpe and recelys 1 sxchanpe @ new VOI
T Pivs modute beinning 4/1/90. Efmingles fex: of obsvlescence ameng existng oconsumen

who helped bung the ingustty and ew dyshem purd\mrs by oftednp a0 Upprade shoud

Y Programeining appear on eXpANGeS LpperSer bin '

¢
» Liconsee may trade-in umamperes, undemsed YOIl moguies with a $1290 upprade charpe
O! #REN Moot in EXC w6 107 an eQual QUBNTYy of new VI Pius modules.

+ YMSD Derlers may pafiicipate in Upprade propram.

VCIt Pius Tier Bl} Markeling Plan

¢ At previousty mtod we haye no piang to aliow oument tubsmmion servioes to abanson
VCil 1ower Bat bt in favor of new YOI Pivs upper ter bl

¢ VCIi Pius tochnology providas tor polential prowth of new pubscriplion services N they
ochoose to serve KTYRO marke! thiough new UDpet et bits.

» Enctypled data ang &udio channg! capadliity wik be markeisd In the tuture ¥ providers of
these serviods.

Banefits of VOIl Plus Intredustion Pro

=)

b

T&m

» Timely Introuction 6f higher grecurlty.

o Redute ponsUmaX conhusion oy new produst

o Maintan positive $563 a3 growth through transition peciod

s Prolect Consumet, Deater, Datibuttr, Uioermes npains! perodivid  Sssctambler
ebsolescense with Order Conversion and Cottumwr Upgrede programs.

¢ Major indusiey promotion campaipn in exoets of §1 MaRon,

¢ Proviges acwtional fsstures and channs! expansion vatue te home TYRO system,
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. To summprize, legltimate c¢onsumers who own VideoCipher II
desoramblers today will not lose access .tq any programmuing
which is currently scrambled or which has plans to scramble,
They will notice no difference in their service when the Plus
systen is introduced and will suffer no i{nconvenienca. Claims
that the VCII will become cbsolete are simply unfounded.

I am also enclosing a copy of the SBCA's most vaecent scranmbling
faots showing ourrent packages and pricing for home satellite
consumers, '

Please teol free to contaot me if I can'anéwer any questions
regarding the VideoCipher II. Plus situation or regarding
satellite television generally.:

Thank you for your attention and concern.
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The following is a summary of statements recelived by
the SBCA from General Instrument and programmers
regarding the VideoCipher IX and VideoCipher II Plus:

1. "General Instrument stands firmly behind its

Comm,, Ine,

commitments announced in September, 1988 that
Dicectons current owners of VideoCipher II (r) descrawblers
Donald will not be stranded with obsolete descramblers-
Channel Mastes when the second generation VideoCipher II - Plus
Eamia £ Awiohat (r) descrambling system is introduced in I-'all
‘é‘,‘,"',ﬁ"“’&';,m 1989." ‘ )
nNedmer ame :
Lary Dt o - Larry Dunhan, President, General Instrument Corp.
General Insirument Corp, VideoClpher Division 2/15/89.
Tem Orolt ’
HYS
Lary Dot 2. %Q. Aren't the 40 programmers now on VideoCipher
fran ) II tier bits going to move to (the higher tier
Ntk bits) when VideoCipher II Plus comes to market?

Q. Tedd Hardy

PimaTime 2¢ A. Absolutely not. We have no intention of
Shaos Sisbiefied allowing existing subscription programming services
. to transfer to tier bits above the existing 56."
sphen L Serafln
Signal Sources, ing, .
Uk Hovldng General Instrument's Inside TVRO newsletter,
Supath of Hwdin County November 1988.
Max Brady
Uniden Corp, of America
Sactey & Hubbwrd, ¥ 3. "primeTime 24 is in the business of serving
Cocll W, (incH) ey customers. We have every expectation of using VCII
Unlied Videa, Inc. now and in the future. We and all responsible

programmers will, I'm sure, work with GI to ensure
Stag that every legitimate VCII owner is treated falrly
or Pant in the future and that their investment in their
Gonerst Counped VCII equipment is protected. We can only
Wark €. Eiloon speculate that the attacks on VCII Plus are
o et “motivated by the desire of some pirates to
Jery Fiachete perpetuate piracy."

- Kazie Metzger, President, PrimeTime 24 2/23/89.

300 North Washington Street ] Suite 208 L Alexandria, Virginia 22314

Phone (703) 549-6990 . FAX (703) 549-7640
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4. "I can state, without equivocation, that consumers who own
legitimate VCIXI's today will continue to be able to receive
Netlink's programming after the introduction of the VCII
Plus. The introduction of the Plus will have no impact on
our existing customers...It defies all logic to think that
any programmer would abandon or inconvenience those
customers in any way.

Those who are claiming that the VCII Plus will obsolete the
existing VCIY and cause consumers to buy new equipment are
wrong and simply ignoring the facts. Whether they are
doing this to undermine the recovery of the industry or
sinply to 1line their own pockets, I do not know."

= Brian McCauley, President, Netlink 2/27/89

5. V“SHOWTIME SATELLITE NETWORKS, INC. (SSN) continues to
support General Instrument's VideoCipher decoder as the "“de
facto"™ encryption standard for the home TVRO industry...any
plan that would unfairly disenfranchise 1legitimate paying
home TVRO subscribers would be a setback to the continued
success of the home satellite industry. SSN would oppose
any such plan." ;

- Stephan Schulte, Exec. Vice President, SSN, 2/17/89.

6. "We believe the (VideoCipher) technology needs to be
upgraded so that it will work and we hope the VCII Plus
system will provide the secure system we need.

On the other hand, we are equally .concerne

ouyr
.__customers who have purchased expensive VCII equipment and
—"aré hot Yesponsible— EOr its shortcomings. Please Dbe

assure are just as cohcerned about our customers
as we are about signal security and believe that it is GI's
obligation to provide the industry with a secure delivery
system without imposing added cost or undue inconvenience

on our custoners,

We have no intention of participating in a solution to our
signal security problen which burdens our customersf"

- Douglas R. McGinnis, biv.n V.P., Turner Cable Network
Sales, Inc. 2/16/89 ' ' :



7.

8.

9.

theft is a problem, but Satellite Sports Networks will
~ never  accept a solutjon §§atf§§eveﬁ£§ Eéf;from tTulfilling
our_promise to deliver ' eports programming to our honest

"We agree that this so called report (issued by United
TVRO) contains many inaccuracies and unfortunately
represents negative rhetoric, the likes of which is not
good for any segment of the industry.

... Today, TVRO represents a significant business for HBO
Inc., and we continue to be dedicated to its further
expansion. Since this is a subscription business, its
growth will come through the acquisition of new subscribers
as well as the renewal of our services from hundreds of
thousands of valuable HBO/Cinemax customers who own
VideoCipher IIs. We support the SBCA actions to counter
this campaign of false publicity.®

- Robert N, Caird, V.P. Direct Broadcast, Home Box Office,
Inc. 2//15/89.

"In response to media of the contrary, Eastern Microwave
intends to offer. continued avallability of its WWOR-NY and
WSBK-Boston signals to current legitimate VCII owners
following the introduction of the VCII Plus.®

- Susan M. Moliski, Manager Direct Broadcast Satellite,
Eastern Microwave, Inc. 2/15/89.

I hope the SBCA has a plan to stop United TVRO's blatant
attempt " to rip off the TVRO consumer with this thinly
veiled plan to accept donations to stop the VCII Plus.,

It is incredible to me that anyone would think a programmer
is going to abandon their current customer base and
restrict their new sales universe to high-end hardware
purchases. We all want to take advantage of the increased
"signal protection of VCII Plus, however, change in tler
bits is not required to do so.

The best part of the TVRO industry is the 400,000 plus
honest consumers that won't buy stolen property.  Signal

quipment (and nobody can

subscribers, using their current e
————maXe us @6 that)s —— —— ———- —

We have had several inquiries from customers and potential
buyers regarding the VCII Plus issue and we have done our
best to eliminate their concerns.” We hope the SBCA will
take an assertive role in combating these alarmist consumer
groups.




10.

Please take my vote for business as usual. Let's hope this
non issue of VCII Plus will go away."

- Glenn Gurgiolo, Vice President/General ‘Manager, Satellite
Sports Networks, 2/16/89.

"The Superstar Connection has a commitment to the hundreds
of thousands of home satellite dish consumers subscribing
to our services. That commitment is part of our business
philosophy = and is underscored by our "Customer Care"
program in which customer satisfaction is the foremost
objective. To suggest that we might willingly abandon
these consumers, by moving our services to an unaccessible
tier bit, is blatantly absuxd."

- Jack Riley, Vice President, Superstar Connection 3/1/89.
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February 28, 1989

REPORT TO: MEMBERS OF CONGRESS

The successful development of the home satellite televigion
industry is a matter of significant interest to consumers and the
businesses which developed as a result of its emergence.

It ig also of significant interest to the Congress, which
recognized the scrambling of satellite television signals in
legislation in 1984 and which enacted legislation in 1988 to

assist continuing growth in programming services and tb deter the
theft of gsuch programming.

As & wmajor participant in the development of the home
satellite television industry, General Instrument Corporation
has, in memerandum and in testimony to the Congress, pericdically
reported on develcopments of interést to the industry.

Attached is a repczrt with an emphasis on developments in
scrambling systems and equipment, particularly the VideoCipher II
_system. $his__technology has become, and remains even with

“enhancements, the de facto standard for the scra.mbl:.ng of home
M— -—m
satellite television.

Should you have any questions, please contact our office at
(202) 833-9700.

. Lawrence Dunham
President, VideoCipher Division
General Instrument Corporation

:S'\M—Uw\,l—o o)fh‘:ﬂ@uu
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THE DRAMATIC GROWTH OF THE INDUSTRY

HBO was the first of the major programmers to scramble its satcllite transmissions, in January 1986,
That date marks the beginning of the industry because, prior to then, programmers and copyright owners

had no practical way to receive payment for the viewing of thcu satelluc transmissions,

Since January 1986, thc TVYRO industry has developed rap:dly and sometimes in unforeseen ways. While
most of the developments have been positive, some have not; most notably the ability of satellite signal
thieves 1o steal the signal. Often called "satellite pirates,” they established an underground industry which
has defrauded consumers and programmers, put the legitimate industry to great expense, and harmed

honest satellite dealers with their unfalr compelition.

Since January 1986, highlights of the emerging home satellite television industry:

. Fony—cight services, including pay lclevision'programs, basic cable programs, pay-per-view
services, and regional sports networks, have bégun to scramble using the VideoCipher sys-
tem. Four more programmers have announced their intention to scramble,

« In January 1986, when scrambling first began, many of these programming services did not
even exist. For example, of the twenty-seven pay programmers, ten are brand new
businesses made possible by the successful implementation of scrambling.

* Over 128 uplink scramblers have been successfully installed.

¢ Over 215,000 commercial descramblers have been produced and srupped to cable television
and SMATYV affiliates.

s A DBS authorization ccnter has been madc fuI]y operational and linked to sixteen program-
_ mer billing systems. ,

* Almost 650,000 consumer descramblers, at one time, have been authorized for service.

e Twenty-one manufacturers of satellite receivers have been licensed to include VideoCipher
descramblers in their integrated receiver/descrambler (IRD) units. In addition, eight
manufacturers have been licensed to include VideoCipher descramblers in their commercial
descrambler products (for cable and SMATYV systems).

* A satellite television pay-per-view industry has emerged to bring special event programming
to the backyard dish market,

¢ Programmers have experienced incremental revenues which are now $10 million per month
and growing at a rate to 6% per month. They have experienced a 30% increase in their
commercial affiliates. These increased revenues not only provide funds which are available
for new programming; they also put o rest the notion that programmers do not want o serve
the backyard dish market.

This is a truly remarkable story of an industry springing into existence in a short .;'aeriod of ime,

Regrettably, this rapid growth has brought with it problems, primarily periodic shortages and the emer-
gence of a black market in descramblers modlﬁcd to pérmit theft of the satellite signal. Even here,

however, there are hopeful signs,

e In the summer of 1987, the lndustry experienced a shonage of consumer descramblers,
brought on by an unusuany high level of orders. In addition to demand generated by the



rapid roll-out of scrambling, demand was fueled by a perception that the eariest generation
of descramblers was more susceptible to piracy, That shortage evaporated as additional
manufacturing capability was brought on line. -

¢ While manufacturing capacity is more than adequate to meet anticipated demand, piracy

continues to create volatility in orders. Heavy order input is again being experienced from

some quarters, pardy in anticipation of the security effectiveness of advances in the
VideoCipher system and product. : R

ve tumed against signal theft, In the four month period beginning
8, when shipments of VideoCipher II modules with new firmware (called
, the ratio of new monthly subscriptions 10 General Instrument’s, monthly
~ ovq,% descrambler shipments stood at 90%, compared to 0% for the first nine months of 1988. In
\ addition, th¢ impact of expanded Federal and state law enforcement agencies and the in-
creased Federal penalties for piracy are producing positive results,

s Industry commitment is growing. Under the auspices of the Satellite Broadcasting & Com-
0 munications Association, an Anti-Piracy Task Force has been organized with five full-time
employees backed by commitments of $2 million in resources contributed. Significant sup-
port is being provided by groups with experience in combating piracy, including the Motion
Picture Association of America and the National Cable Television Association.

e Also under the auspices of the SBCA, the industry is organizing to research and propose
programs to market satellite systems and prepare for the long-range growth of the industry.

This growth and these changes are a dramatié example of the marketplace gencrating new businesses and
new jobs 1o utilize a technological development, -

INTRODUCTION OF THE VIDEQCIPHER II PLUS

To ensure continued market growth, and to provide a more effective way to combat signal theft, General
Instrument has continued to improve theé VideoCipher system, While such improvements have been
ongoing since the system's introduction, including several changes in software and firmware, the
VideoCipher IT Plus system and equipment represent a major step forward.

The VideoCipher II Plus system and equipment first announced last September, is designed to offer
additional capacity for home satellite TV subscribers, expanded capacity for programming delivery, and
advanced system security.

Since September, General Instrument has conducied a series of meetings with the leaders of major in-
dustry segments and with our customers -- including consumers, dealers, distributors, our second soyrce
manufacturer, and licensed manufacturers. Qver the past five months, several key announcements have
been made regarding implementation of VideoCipher U Plus.

These decisions, which have been well received by the satellite TV industry, include:

‘e VideoCipher I Plus modules are scheduled for shipment in the Fall of 1989, Among the
features of the Plus modules, two descrve mention,

* The Plus modules will include a pew VLSI microprocessor which jncorporates into
%ne unit the ifhgng_res of several of the security microprocessors in the current modules
¢ believe that this will bring a significant enhancement In the sccurnity of
while raising the barriers 10 satellite pirates and thieves.




* The Plus modules will consist of two scparate units, unlike cument VideoCipher
1w, modules in which all functions are combined in one unit. Plus modules will consist of .

wh/ a Support Module, containing all the support electronics but not the sccurity

' electronics, and a Security Cartridge, which contains the sccurity clectronics and which
insernt to the Support Module, B o . .

Wr I descramblers will not be made obsolete by the introduction of
ideoCipher I PIus. Consumers who curfenily own legitimate, unmodified descramblers
“—  will continu¢1o be able WwTeCeIve programming and programming packages just as they do
now, “VidéoCipher I Plusdoes dramatically enhance the capacity of the system to carry new
programming and new programming configurations, But General Instrument and th

programmers have repeatedly stated that the curreny owniers of VideoCipher II descramblers
~Wil'mol be sbandoned e O e e

S

¢ For those consumers who insist on upgrading their current units to VideoCipher I Plus,
upgrades will be available at reasonable cost. For the foreseeable future, consumers may be
molivated 1o obtain the additional data channel which VideoCipher II Plus includes or to
have the Plus capability for more convenient Pay-Per-View programming.

» VideoCipher II Plus is an enhancement of the current VideoCipher II system and will be
provided 10 General Instrument’s current twenty-one manufacturing licensees for inclusion in
their integrated receiver/descramblers (IRDs) under the temms of their current contracts,

¢ The VideoCipher II Plus Support Module is the same size and shape with the same electrical
connectors as the current VidcoCipher II module. IRD manufacturers/licensees will not have
to retool their products. This will insure continued market stability. A program will be
instituted 50 that licensce/manufacturers can supply the support module electronics them-
selves, if they wish, ' e ‘

¢ The introductory price of VideoCipher II Plus modules will be the sami¢ as the current price
for VideoCipher II modules. .

These are the main features of the VideoCipher Il Plus program, which have been well publicized and
widely accepted within the industry, If you have any additional questions, plcase contact us at (202)
833-9700 and we will endeavor to answer your questions and any concems you might have.
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Now, according to a num-
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CONTINUED FROM PACE 1

when the butk of the upgrades
should take place in onder to
least disrupt TVRO sales.

«The initial version of the
CCBM will not contain a -
CipherCard and will function
much like current VC I Plys
units. The CipherCard will be
distributed only if the VC Il
Pilus’ security has to be
upgraded. Thei. are no plans
to upgrade current owners of
VC 1i Flus mochules to CCBMs |
and such a move will only
occur if a secwrity upgrade is

oContrary to a letter from a
Cl sales manages bemg e
lated, Gand the p
have set no definitive date for-

data -authorization stream.: ln
fact, GI-and the pmgmmmets
are strongly considering aplan
whereby the M’Clldatama{l}
wouidbediﬂﬁnatedﬁoﬁi

the termination offhe:\fg"ll* :

Gl is working closely with

Home Box Office and Show—
#me on the graciual phase-out -

plan, with the most-talked-
about scenario involving a
simuitaneous elimination of the
dlata strearn from both services.

®A key element In the dis-
cusslons with programmers,
Dunham said, is whether Gl

should completely stop autho- -
e

nziag VC I modules -
have never been activato. oy a
certain dare, perhaps early next
year,
-aQuvent owners of VC Il Plus

al'ﬂ J"

tain Cbaﬂnr.ls first amfthea | e Ve

units will not- rece:ve fme

of the purchase or receipt of |
sald Gl wili pay for the -

upgrades, but acknowledged

through to the consamer in
some fom,

#C) 5 “locking at ows mod-
ule pricing strategies™ i light
of the new programs it is plan-
ning, the upgrade, -and the
development of the CCBM,
sald Meltzer. He declined to
elaborate, but IRD equépment

manufacturers said they

believed Gl is planning a mod-
ulé price hike of $40 to $80
sometime next Spring,

oG p!ans to mtmduce an |
, mfegrated satellite recehver/ -

decoder (IRD) at a futuie date
which will incorporate both

T -CCBM and DigiClphér technol-

ogy. much the way radios now
do AM and FM transimissions.
Even though DigiCipher now
exists only as a computer sim-
ulation, Gl plans to begin dis-
cussions with other IRD manu-
facturers abotst their interest in

~separate licensing agyeernents

to bulld CCBM/DIgiCipher
IRDs. -
oThe. much-anticipated and

delayed VC 7 Plus module with
" built-m VdeoPaI impulse
oThe CCﬂMle} not be -

despitethe fact conswne:swﬁl )
be forced to tradeiin thelr VI
modufes at some 1pn:nnt in:

ordertozecewepmgmummg.

Dunham said, "Gl is supporting,

that [programmer} move:fo

higher security. This should not
be construed as an equipment:

yecall.”

Nodecmxsonhmwmu:h:

consumers with tampered VC.
1is will pay to upgradehoVCil

Ptus or CCBMs have been’

made, Dunham sald, adding;:

“It's an issue, bt it's not one o ;

high concem at this point.” . |
_ Though Cd bel;eves the VC LB
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VIDEOCIPHER Division
Generst instrutment Corporation
6262 Lusk Boulevard

San Lhepu. CA 82121
6187455-1500

FAX 619/535-2486

Contact:

Cherl Hart
VideoCipher Division
GENERAL IRSTRUMENT
(619) 535-2436
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GENERAL INRSTRUMENT UNVEILE PLANB FOR ADVANCED
VIDEOCIPEER II -~ PLUB SYBTEM, DIRECT DIBTRIBUTION

OF REVOLUTIONARY, EIGE TECK “"BECURITY CARDY

NASHVILLE (Septerber 5, 188B) -- Revolutionary new high-tech
—ﬁ:p__——'—

security cards and direct distribution of those cards to dealers

TR

and consumers "are the way of the future for satellite TV" ~- and

both will be part of the VideoClipher II-Plus system, &n enhanced
encryption systern to be introduced in June 1989, General
Instrument Corp.'s VideoCipher Division said here today.

'"Videocipher II-Plus meets tomorrow's needs for an evelving
security eystem technology that will help build and energize our
industry and, at the same time, enhance security," sala J.
Lawrence Dunhanm, executive vice president and general manager of
the VideoCipher bDivision. n

"Videocipher'II—Plus provides a path to the future. At the

same time, VideoCipher II-Plus will be fully compatible with



'téﬁayisvvfaeoéiphe; II system s0 that current owners ogxour
déscramblers will not be adversely impacted by this evolution in
technology and_se:upity.“ . |

' The security card, which will be inserted by consumers into
intggrated:re¢ei§éf/Qgscramb}e:s (IRps),uanéAgirectl¢ié;é}bﬁtion
of Vid?PCi?Pe?;EIfPiPF are directed at‘éystémfseguriﬁy_ﬁnq
at thwafting pitécy of subscription programﬁihg_sigpa{g;Aheisaid.

Twc‘pajpr néw features of VideoCipher II-Plus.ﬁocuﬁ on.
future g:owth inrsatellite TV. They are:

* AnJexpansion to 256 tier bits, up from the currently
available 56 tier bits, to accommodate an anticipated and
significant increase in the number of subscription program
services delivered to the home dish market. Tier bits are the
unique, encrypted data codes used to secure subscription
programming, lToday, 40 programmers serve more than 400,000 TVRO
households, using all available tiers of the VideoCipher 1I
system; Aﬁé, -

* An increase in the "addressing rate" to allow fqr growth
to up to 50 million TVRO households receivigg subscription
programming via the VideoCipher teéhnology; Today's VideoCipher
II technology has a systen capacity of approximately 5 million
subscribers, more than .adeguate to serve the estimated 2 million
TVRO hou;eholds and those currently authpxizgdwto receive
subscriptioh s?;vices. o L

| Michael Meltzer, VideoCipher Division vice\p;esident of
marketing and sales, said it was unusual for the .division to
unvei} p;ans”for V}deocipher IijPluS‘nine mpnéhs in advance of
market introduction. '
|
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_ "However, we felt it was imﬁortant to show the industry that
the technology for growth will be available, and that the
technology and distribution mechanisms to enhance security will
also be in place," he said. '

‘Dunham and Meltzer announced the VideoCipher II<Plus system
information at the Satellite Broadcasting and Communications
Association convention here. | |

While introduction of the Videociphef 1I-Plus system is in
June 1989, Dunham stressed that the division is moving ahead
immediately with technology enhancements and tests of more secure.

distribution systems.

The division is introducing into VideoCipher descrambler
modules used by licensees a series of three technical |
enhancements over the next nine months. These include new
firmware, incorporation of several integrated circuits onto
a "chip on board" system, and a "Super Chip".that will leverage
recent advancements in sericonductor technolégy to conéolidate
multiple security chips of today's system into a single, high-
security integrated circuit.

The division also announced today the start of a pilot
program effective September 15 to test direct distribution of
VideoCipher descrambler modules to satellite TV dealers. |

The pilot program will initially allow 100 deaiérs to
purchase from the division and paintain a limited'suppiy of
VideoCipher descrambler modules for éervice:and:repairrbufpoﬁes.

Participating dealers will be accountable to the
. VideoCipher'Division\for information on the descrambler module.

- more =



"This test of direct distribution will be expanded rapidly

to 500 dealers in mid-October and 1, 000 in January if the test is

-successful " Heltzer sa}d.
' f The accountability‘ieature of direct distributionfis Viewed,
by industry experts as a significant veapon in fighting piracy,

. he said Accountability allows a tulfillment center ‘to lensure
that descramblers modules manufactured by ‘General Instrument or
Channel Master are belng used to receive subscription serv1ces,
and, to gather intormation which eould lead to legal actions
against dealers and consumers if they are engaged in signal
theft. (Editors: ror more information on pilot program, see
separate release ) o

Meltzer said the:designs for the VideoCipher II-Plus'system
focused on making the transition easy‘for eonsunersiand‘industry
participants,‘inciuding licensed manufacturers, distributors and
dealersr o L - 'jr ”

"For the newvconsumer; the big change'wiil'be'the security
card. Tt will be as easy to insert into an integrated
receiver/descrambler as a VCR cartridge or a compact disk;"
Meltzer said.

The security card, expected to be one-half-inch thick and

' measure 2. 5 1nches by 2.5 inches, will incorporate security

functions currently part of the VideoCipher 11 system and the f

technical enhancements being 1ntroduced and leading to the “Super

B S
Lo v

Chip."

For manufacturers, who w111 need‘ separate 1icense to

employ VideoCipher II-Plus technology, Meltzer said the des1gn
/___________,,.—-——‘——-——_l

T ————

provides "the opportunity" to reduc-~ anufacturing costs and .
- = E— I——

potentially consumer prices for IRD.. - ~ f-
o }
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Meltzer said design of the VideoCipher II-Plus system will

remove the security features now resident in Videocibherlmodules
L < —==

.and thus should reduce manufacturing costs. In addition, sOme

: .

N

redundanCies .in VideoCipher 11I nodules and current IRD circuits

K3

will also be eliminated offering additional cost savings.
\_____——-———‘“—-

.. "Beginning in June, 1989, licensees of the Videocipher II-Plus

system will distribute their IRDs without descramblers.~ The

A —————.
'security card' element of the IRD will be sold directly to

dealers and consumers," Meltzer said.

Meltzer said issues"related”to licensing and distribution
are of such significance today to manufacturers that the division
is inviting all currently licensed manufacturers.to an
"information session" September 23 in Chicago.

For dealers,uneltzer said the transition to
VideoCipher II-Plus offers the opportunity to increase margins.
“"The new design keeps significant added value in the IRD so:.

that reasonable dealer margins will remain, and deelers, if they

market effectively could also enjoy new margins on the security

cards," Meltzer said.

.General Instrument is the industry leader in cable TV
electronics, coaxial cable and satellite encryption systems. The
company's primary strategies are focused on communications
systems. The company s common stock is listed on the New York,

Hidwest, Pacific and London stock excnanges.
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Ceneral Inetrurent has bean reviawing 4te plane for
introduction of Vviceolipher II-Plus techneclogy Jatar this year.
e you know from our snnountementa in December, we hive /985
d‘lioently werked to accommodste cur licensed manufacturers and
zlleviate their major ooncearne relsted to thie inproved product.

3
© :
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In recent weeke, 2 new and ogulie positive trend Las omerge
vV qg% and I8 influencing immadiate declieicns regerding VidecCipher II-
\

Flus security. The trend, of courne, 1s the improved security
outiook. The "-7* firnmware hat held up under sspault by pivstes
and "Chip on Boerd" harcdware is cr. schaduie. In edditicn, the
fourtl gusrrer of 1808 ghowad & dremetic improvémsnt in ths
vatlic beTwesn  nev  suthorisecicons wnd shiprmente Ry _ Geners.

ingtyyment. In Decamber and Jenuary, new authcrirationg exceaded.
General Instrument shipments.,

Giver. the <fgvorable autho*i~ation/shipments retio, the
impect ol our unrelenting six-point anti-piracy program und the
new federal law with itf gevere pencltier, It appedrs thet the
__TVRQ envircrnment if much mOre mecure then 4t wap dn §gptcmper-—ﬂﬂ$9
" when we <formally announced our p.cna ‘o~ VideoCipher II-Plus
introduction, Baeed on current informstion, we kelieve +his
more gecure environment shouvld prevall in 1989.

In this current opersting envircnment, General Instrument
remeing committed to distributicon of the VideoClipher IIwplue
pocurity cartridge to oowauwo“a a8 & meene of enhancing
recurity, In 1888, the Videzlipher Division will invest in
estabdlishing the infrasuructu:e for cdirect distribuvtien., This
:zll include purchase o©f computers, #oftware, and personnel
aining,
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However based ¢n the current gecurity environment, we intend
to place our direct distributior. plang on “"stand-by" status, ss &
new weapon evailable to fight pirecy--when needsd. Our stand-by,
divect dietribution infrastructure will be prepared to go into

operation within G0 days o©f a aerious Videolipher II-Plus
security compromise,

Thie decielon means the following for our licensed
manufacturers when VideoCipher l1l-Plus technology is introduced
in the September time frame! \

* Direct distribution will be & capability end security
festure of the VideoCTipher 11-Plus eystem and will be
held on stand-by statusy

- Under the existing License mnd distribution methods,
lJicenpoos will receive from General Instrument poth the
support modulo and the security cartridge, coupled

togethes. | I

\

* The basic VideoCipher Il-Plus mopdule/pecurity cartridge

remting, Be you were nctified last year, an enhancemsnt

to our exiseting technology and will not reguire & new
lcense for existing licehsess.

* At & gecurity enharcenasnt feztire, under
license, Generzl Inptrument will impl 3t &
digtrivurion of +the meturity carrridge oule the
VidecCipher DIvision deto~mine such distributdon I8
necessary.

. Beceuse of etand-by direct <distribution end the
deiivery to licensees 0f integratsd security cartridpes
end support modules, licensees nay wish to institute
pians tc redesign IRD back penel gonflgurations thet
will permit essy comsumer installation of ViceoClipher
II-Plue eecurity cartridges=. §Gpeacifications/dimengions

\jﬂ for this mcdification are not rekdy. 1In our effort to
. P” openly communicate with licensees, plezse be advised
5 p}y that General Instrument dntende to :Irmplement an IRD
A <k panel that wlill allow consumer-frjiendly interfacs _
VO T1-PIus sacurity cartridges,

}ﬁ? " should direct distribution become necessary, licensess

Cyf would purchage from Generazl Instrurment a support rodule

dﬁr end & certificate, Consumers would redesm the

certificate for a security cartridoe, alvexdy pzid for

et the time of thelr IRD/stezndelone descrarbler
purchase.
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We wview this announcement ar & very poaltive development.
The tide fa turning apeainst piracy and momsntum v gathering in
tavor of thuse who are working herd to legitimately build this
industry.

Should you have any questione regarding stand-by direct
distributiocn, pleaee call me.

Sinoerely,

Nie «z&fdﬂ%”‘
Michsol Heltzué;/

Vvice President
Sales and Marketing
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July 13, 1989 - .

tear VideoTipher®lI Consumer Descrambler Module—Livensse:

e

T

rs you krnow the VideoCipher Division of Ceneral Instrument has
teen working diligently to complete the design of the VideoCipher
11 L Elu ption systen({ and dercrarbler fodule)\ providing

" enhanced ".%’_‘L‘;‘;g:_a“f'”/b?b‘g"“‘“rrmié” s —LGRVIE—WHITE remmining

ackwards compatible with the installed base of descramdlers and
IRDSE. At the same time, we heve gathered input f€from various
adustry eources On howx to introduce this new produst in an
orderly ¢transition and poritive manner that will allew the
industry to promote and expand the home satellite TV market,

¥e have glven Yyou ~vearious rogress reports during this
development cycle. In ant{cipation of successful completion of
the product design end field test we have enclosed a summary of
the VZI1 Flug desoription and rolleut plan., These highlighte are
{ntended to adiress the najor dssuves ralised Dby programmers,
ticensees, distributors and dealers. & the near future we
erpect to provide you with further information on edch of the
nenticned 4n this summary. However, &b the {nkerim,
' frpe O contatt ms with any questicns You nave
- trhzss LBEUCE.,

s 4 an invitztion to each of you vo send us your
e:g:fg;lezgzltions concerning the :ecenylauupdatot VideoTipher
T plus module and IRD interface specifications. ,A_]:_’,P_'__E%_?.!—g—’——'—"“
“ovide 8 current sample of each of your licensed IRD modeis az.. .
’r‘;?‘fj_égi?a"“irﬁﬂﬁDeSi‘éﬁi""z letter of June 22, 3.98‘9 8o th\?%_;i%wwm
TRecTIpher Divieien may conduct & No charge yvest of your IRD
F5-VErlty Proper Operation with the now VCII PIus modules.

)éy ‘ your oooperation «n ensuring & smooth

T d in advencs for
r}éi?:ugﬁz this new product and helping to bring honest growth

vaek into this exciting industry.

v
-

*
-
<
-

Sincerely,

poudglas H. Lindquist
rasietant Vios President

Commercial Beles

07DLL2
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3 appraciate your
r am writing this to assure

sl that Ognepa} Instrunénts wild not turn off mpy boards, mo¥e

gpoai!ieull
our how Giphay Car

As you know, this will

for this
time framgs &re

J.anira

T &rust thie oloafs up youy conhcerns.
you in Lss Vegas at the $8CA show.
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be on our NEW FbUSVHGDULS.

wil) be the end of 1952 &nd the
thug &

o:o‘aa 01p's, 008's & 032's Bntidl we have perfoeted

The timg Srame
irst payt of 2983, These
could be delayed even

y'm decking forwerd t0 pecin




